Purpose -The purpose of this research is to identify the shape of the interactive relationship between corporate competitive capability and supply chain operational capability for performance improvement, and to investigate the effects of supply chain (SC) integration on such interactive relationships. Design/methodology/approach -Separate moderated regression analysis was used to test the hypotheses of interest in this study on each of three SC integration groups: the independent operation group, the internal integration group, and the external integration group. Three models present the hierarchical addition of items addressing proposed corporate competitive capabilities, SC operational capabilities, and interacting effects, respectively. Findings -The effect of interaction between corporate competitive capability and SC operational capability on performance improvement becomes insignificant as the developmental stage of SC integration increases. In other words, in firms with a high level of internal integration or external integration, such integration substitutes for the role of the interaction effect between corporate competitive capability and SC operational capability on performance improvement. Research limitations/implications -In order to characterize more precisely the dynamic positioning of a firm's SCM strategy this paper suggests detailed analyses of structural relationships among the constructs relating to corporate SCM initiatives, SC functional initiatives, performance measures, and the SC integration level are required. For this, replication of the study described in this paper with a sample of the US and European firms would be helpful. Practical/implications -Performance accumulation from customer satisfaction through market-based performance to financial performance according to the developmental stage of SC integration suggests the migration path of matching type between corporate competitive capability and SC operational capability from differentiation/customer service capabilities-logistical capability through innovative marketing capability-technological capability to cost leadership capability-structural capability. Such a migration path can be a lever for establishing the dynamic positioning of a firm's SCM strategy. Originality/value -This research identified the shape of the interactive relationship between corporate competitive capability and SC operational capability for performance improvement and investigated the effects of SC integration on such interactive relationships.
Introduction
The strategic role of supply chain management (SCM) requires consideration of the potential implications of efficient linkage between corporate competitive capability and
The current issue and full text archive of this journal is available at www.emeraldinsight.com/0144-3577.htm IJOPM 26,10 supply chain (SC) operational capability to develop coherent and integrated strategies. SC operational capability can be viewed as the pattern of decisions related to sourcing products, capacity planning, conversion and distribution of finished products, demand management, communication, and delivery. Since these are key business processes involved in producing a company's product or service, it is important to link them to the overall business capability. In other words, a firm must develop strategic capabilities for managing the supply chain based on overall corporate capabilities, and based on these high level capabilities, a set of detailed operating capabilities can be developed for each process within the supply chain (Lummus et al. 1998) . Accordingly, a better understanding of the shape of the interactive relationship between corporate competitive capability and SC operational capability is needed.
However, although it is generally stressed that SCM decisions should be strategic and must be aligned with a firm's business strategy and capability, previous literature has not consistently shown the shape of the interactive relationship between corporate strategy and SCM strategy, or specifically between corporate competitive capability and SC operational capability. A plausible explanation for such inconsistency may be the failure of empirical studies to explicitly address the existence, role, and potential benefits of a strategic "lever" that corporate competitive capabilities and SC operational capabilities can use to enhance the chances for firm success. In other words, there might be moderating variables that have to be considered to better explain the interactive relationship between corporate competitive capability and SC operational capability, and thus the interactive relationship might be impacted by such moderating variables. This paper starts with the proposition that the interactive relationship between corporate competitive capability and SC operational capability might be influenced by SC integration acting as a moderating variable.
The above proposition means that the benefit of the interactive relationship between corporate competitive capability and SC operational capability can be attained through SC integration, in other words, a firm that is pursuing the effective linkage of SC capabilities and corporate capabilities needs to pay attention to SC integration. SC practical capabilities implemented to achieve superior supply chain performance (cost, quality, flexibility and delivery performance) require internal cross-functional integration within a firm and external integration with suppliers or customers to be successful (Narasimhan, 1997) . We recognize that SC integration in pursuit of these capabilities might differ in scope and emphasis. This means that the role and benefit of SC integration as a strategic lever for the interactive relationship between corporate competitive capability and SC operational capability can be different depending on the developmental stage of SC integration (Stevens, 1990; Narasimhan and Jayaram, 1998) . Stevens (1990) asserts that, as the stage of integration moves from independent operation and functional integration to internal and external integration, the focus of corporate capabilities would shift from operational and tactical to strategic aspects.
In the above perspective, the purpose of this research is to identify the shape of the interactive relationship between corporate competitive capability and SC operational capability for performance improvement, and to investigate the effect of SC integration as a strategic "lever" on such an interactive relationship. To pursue this objective, this paper considers the following principal questions: what corporate competitive capabilities are compatible with what SC operational capabilities? Are the effect and shape of alignment between corporate competitive capability and SC operational capability for performance improvement different depending on the developmental stage of SC integration?
From the results of hypothesis tests on the above research questions by moderated regression analysis, this study will fulfill the following potential needs for the practice of SCM and operations management:
. the identification of matching types between corporate competitive capability and SC operational capability in each SC integration stage;
. the suggestion of the progression map of the above matching types between corporate competitive capability and SC operational capability according to the developmental stage of SC integration; and . recognition of the migrating direction of organizational performance accumulation according to the developmental stage of SC integration. This is helpful in developing a framework for linking a firm's SC integration strategy to its corporate-level competitive strategy in terms of organizational performance improvement, and such efforts should enable us to derive a set of advisable SC integration strategies.
2. Literature review 2.1 The alignment between corporate competitive capability and SC operational capability Strategic management literature has long stressed the importance of linkage between corporate and functional levels strategies for corporate performance. Research has shown that firms operating in the same market segment and following similar strategies could have dramatically different levels of performance (Cool and Schendel, 1988; Lawless et al., 1989; Klassen and McLaughlin, 1996) , which could be explained by differences in strategies and supporting capabilities between the corporate and functional levels. In other words, significant differences in capabilities and resource allocations could exist across individual companies pursuing the same strategies, and such differences might have a critical effect on corporate performance (Narasimhan et al., 2001) . Succinctly stated, "poor" consistency in strategy and capability between corporate level and functional level might lead to inferior corporate performance, and "good" consistency might lead to superior corporate performance (Narasimhan and Carter, 1998) .
Viewed in this perspective, the alignment between functional-level supply chain capability and corporate-level competitive capability is very significant. Watts et al. (1995) emphasize that the SCM function should play an important role in shaping the competitive capability of the firm in its marketplace. Narasimhan and Carter (1998) noted that supply chain strategies and operational capabilities should be used to support business strategies and help achieve the competitive capabilities of the firm. Morash (2001) discusses that supply chain capabilities are the building blocks for supply chain strategy and a source of competitive capability for firm success. Dangayach and Deshmukh (2001) also assert that those companies that can manage their capabilities and resources related to SCM more efficiently are likely to gain competitive capabilities and superior performance leading to increased competitiveness. The logistics competency approach asserts that when key strategic SC capabilities and resources are valuable, scarce and difficult to imitate, sustained IJOPM 26,10 competitive capabilities can be acquired (Olavarrieta and Ellinger, 1997; Shang and Sun, 2004) . Lynch et al. (2000) established empirically that superior firm performance is achieved when logistics capabilities are appropriately matched with certain competitive capabilities. Zhao et al. (2001) also assert that a firm's competitive capabilities depend on the firm's ability to access and integrate specialized knowledge related to SCM, thus supporting the above arguments. Watts et al. (1995) and Goh et al. (1999) suggest a meaningful implication on the feature of linkage between SC operational capabilities and corporate competitive capabilities:
With an overall cost leadership strategy requiring tight cost control, one can also expect the supply chain function to emphasize cost minimization. Meanwhile, if the corporate competitive strategy is centered around providing customers with high quality products, the supply chain strategy and operational capabilities must also focus on quality. Fawcett et al. (2000) also emphasize the significance of logistics cost reduction for cost leadership capability and the necessity of tight quality control on logistics activities for firm-level quality improvement. Bowersox and Daugherty (1995) provide more specific implications. According to them, firms emphasizing cost minimization capability typically focus on structural and administrative capabilities with a highly centralized organizational structure, while, firms emphasizing differentiation capability for value-added maximization and control/adaptability enhancement focus on technological or logistical capabilities which play a critical role in developing and guaranteeing the delivery of value-added products and facilitating rapid response to changing markets and new customer requests. Conclusively, all of the above arguments suggest that SC operational capability must be interactively matched with particular competitive capability, and when such competitive capability is supported by appropriate SC operational capability, it will have a significant influence on performance improvement. From this perspective, we can expect the following hypothesis:
H1. When corporate competitive capability is associated with appropriate SC operational capability, it will have a significant influence on performance improvement.
The substitution role of supply chain integration
As mentioned in the preceding section, supply chain operational capabilities including structural, technological, and logistical capabilities can have critical roles in driving superior performance from sustained competitive capabilities. One of the paradoxes of business today is that even though such SC capabilities are becoming essential for firms to survive and thrive, the necessary financial and managerial resources to implement all of these capabilities are becoming increasingly scarce. Accordingly, it may not always be advisable to internalize such various SC capabilities in-house. Under the situation that corporate resources become increasingly limited, it is often difficult to be an expert in all SC capabilities. Accordingly, a firm needs to attempt alignment or integration with other SC members with special resources and technological knowledge to implement various SC capabilities. Such integration can provide a firm with the opportunity to focus on its core competencies and particular area of expertise (Simchi-Levi et al., 2003) . Specifically, cross-functional integration within a firm can provide structural and administrative SC capabilities associated with cost minimization capability, while external integration with suppliers and customers enables a firm to acquire technological or logistical capabilities which can influence high quality, differentiation and customer service capabilities (Bowersox, 1989; Stevens, 1990) . The above argument implies that supply chain integration may substitute for the role of SC capabilities as a lever for the efficient linkage of corporate competitive capability and performance improvement. That is, internal cross-functional integration within a firm may substitute for the role of structural and administrative SC capabilities which have the interactive relationship with cost leadership capability for performance improvement, and similarly, external integration with suppliers and customers may substitute for the role of technological and logistical SC capabilities which interact with innovative marketing, differentiation, and customer service capabilities for performance improvement. Actually, Tracy (2004) investigated empirically that internal integration has a significant relationship with cost efficiency, while external integration with suppliers and customers is directly associated with delivery service, thus supporting the above argument.
Conclusively, if a firm, through systematic SC integration, can share special resources and technological knowledge for a particular SC capability from SC partners, the firm may derive a significant performance improvement from the achievement of the competitive capability associated with such particular SC capability even if it does not internalize the SC capability. This means that firms that have a high degree of SC integration can still enjoy the benefits of superior performance from the achievement of relevant competitive capability regardless of the internalization level of a particular SC capability. In other words, SC capability may not have a significant interactive influence on the relationship between competitive capability and firm performance. Accordingly, it is expected that the effect of interaction between corporate competitive capability and SC operational capability will be insignificant, as the level of supply chain integration increases. Such argument leads to the following hypothesis:
H2. The effect of interaction between corporate competitive capability and SC operational capability on performance improvement will be insignificant, as the level of SC integration increases. Figure 1 shows a research model that embodies the above-mentioned hypotheses of this study.
Research methodology 3.1 Sampling
Consistent with the purpose of this study, corporations carrying out all the value chain activities in a supply chain were sampled. We selected Korea's listed and registered corporations and Japan's major national logistics professional association members as sample frames. Single-stage cluster sampling was used as the sampling method. That is, among the sample frames, large firms with at least $50 million annual sales and 500 employees were selected, and the survey was distributed to all of the selected firms. Thus, the data were collected through questionnaires sent to top level supply chain managers in 590 large corporations among Korea's listed and registered corporations and 900 of Japan's major national logistics professional association members.
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The survey instrument was pre-tested by 25 supply and materials management professionals to ensure content validity. The actual pretest was done in two phases. First, ten practicing managers read, checked and made recommendations on changes to the survey in a group meeting. According to the recommendations, some questions were re-worded to improve validity and clarity, and sent to another 15 practicing managers. Very few changes were suggested during the second stage of the pre-test, and the 15 practicing managers were satisfied that the survey instrument was reasonably accurate and easily understood. The questionnaires were transmitted by individual visit, fax, and mail to Korean firms, and by fax and mail using the countrywide mailing list of the association for Japanese firms. The respondents were mainly supply chain managers, but in cases where a separate organizational entity for SCM did not exist, a response was requested from a top-level executive of the sales, production, or planning department who was responsible for supply chain policies and corporate strategies of the firm. In order to raise the reliability of measurement, respondents were requested to consult with others in their SCM department or with functional executives as appropriate when answering questions. Among 1,490 questionnaires distributed, a total of 668 completed responses (Korea-265, Japan-403) were returned, and of these 668 responses, 45 incomplete responses (Korea-21, Japan-24) were discarded. Accordingly, the analysis that follows and all reported statistics were based on a sample of 623 organizations (Korea-244, Japan-379). Table I summarizes the sample characteristics for each country according to industry type and size. As can be seen in Table I , the sample firms in this study encompass a diversity of industry types and sizes. The results of a difference test between Korean firms and Japanese firms show that there is no significant difference between the two countries for size and industry type. The diversity of the sample should strengthen the external validity of these results. Stevens (1990) presents the integration process of SCM comprehensively starting with the independent operation of each function, followed by the integration of related functions, internal integration and then external integration. In this research, respondents were asked to indicate the stage of SC integration their firms were at by utilizing the conceptual definition of the four integration stages of SCM discussed by Stevens. 3.2.2 SC operational capability. In order to select the measures for SC operational capability, we identified 54 variables from previous research (Handfield and Withers, 1993; McGinnis and Kohn, 1993; Rao et al., 1994; Dawe, 1994) . Through a preliminary interview survey with 30 supply chain executives and experts, variables with low explanatory value were removed and those items having similar characteristics among items with high explanatory value were grouped together. This process yielded seven broad areas of supply chain initiatives as indicated in Table II . Based on the classification scheme of previous literature (Srivastava et al., 1998; Westhead, 2001; Chetty and Wilson, 2003) related to resource-based theory, these seven SC initiatives can be grouped theoretically into three dimensions; technological initiatives, structural initiatives, logistical initiatives (Table II) . The level of emphasis on each of these seven variables was measured by a subjective rating relative to major industry competitors on a seven-point scale.
3.2.3 Competitive capability. This study utlilised 20 variables for the measurement of competitive capability based on the works of Porter (1980) , Miles and Snow (1978) and Miller and Roth (1994) and grouped those variables into four measures; cost leadership, customer service, innovative marketing technology, and differentiation (Table II) . The level of emphasis on each of 20 variables was measured by a subjective rating relative to major industry competitors on a seven-point scale.
3.2.4 Firm performance. Firm performance was evaluated using the following three measures: market-based performance, financial performance, and customer Quality control capability in production activity Porter (1980) , Miles and Snow (1978) and Miller and Roth (1994) Seven point Likert scales (extremely low emphasis-extremely high emphasis)
The capability to forecast market growth and demand The capability to reduce production cost Innovation of manufacturing process The capability to offer consistent quality product
Customer service On-time delivery capability
The capability to supply high-quality product
The capability to deliver products quickly Volume flexibility capability
The capability to compete on price After-sale service capability (continued) (Table II) . For market-based performance, we measured sales growth and market share growth, two key business goals for every company. Financial performance of each sample firm was measured in terms of total cost reduction, return on investment, return on assets, financial liquidity, and net profit. A total of 6 items in Table III measured the customer satisfaction level. All performances described above were measured by a subjective rating relative to their major industry competitors on a seven-point scale.
Data analysis 4.1 Confirmatory factor analysis
In order to examine the unidimensionality, and convergent and discriminant validity of measurement items, confirmatory factor analyses using LISREL were conducted. Appendix indicates the results of validity tests on measurement variables constructing competitive capability, SC operational capability, and firm performance. As can be seen in the appendix, the overall fit of all three confirmatory factor analyses were judged to be satisfactory. Also, all the standardized estimates of the observed variables exceeded 0.5 and all the corresponding t-values were statistically significant at the 5 percent significance level. Together these indicate the convergent validity of the measurement variables in this paper. For identifying more precisely convergent validity, the composite reliability index and average variance extracted (AVE) were computed by using completely standardized solutions derived from CFA (Fornell and Larcker, 1981) . As can be seen in the appendix, all composite reliability indices and AVE are over 0.7 and 0.5, respectively, thus verifying convergent validity (Bagozzi and Yi, 1988) . All modification indices (Bentler, 1995) also provided from LISREL revealed no parameters that could be released to significantly improve model fit. This reflects high discriminant validity. For evaluating more precisely discriminant validity, this paper implemented two additional tests. First, the AVE computed above was compared with the squared correlation between the constructs. To fully satisfy the requirements for discriminant validity, the average variance extracted should be greater than the squared correlation (Fornell and Larcker, 1981) . The application of the above-mentioned method to all measures in this paper confirmed discriminant validity of the measures. Second, after setting the constrained model, which fixes correlation parameter (f ij ) between measurement variables constructing each latent variable at 1, and the unconstrained model, which makes f ij free, the chi-square difference test between the two models was implemented (Anderson and Gerbing, 1988; Steenkamp and van Trijp, 1991) . If the chi-square difference between the two models is statistically significant (above 3.84 at a ¼ 0.05, above 6.63 at a ¼ 0.01), we can recognize that discriminant validity between two measurement variables exists. As shown in the appendix, all chi-square differences between the two models are statistically significant at the 99 percent significance level, thus verifying discriminant validity.
Hypothesis test results
Three separate regression analyses were run to test the hypotheses of interest in this study. Models 1, 2, and 3 present the hierarchical addition of items addressing proposed corporate competitive capabilities, supply chain operational capabilities, and interacting effects, respectively. Specifically, in Model 1, performance was regressed on four corporate competitive capabilities. In Model 2, three SC operational capabilities were introduced as additional independent variables. In Model 3, the interaction terms of four corporate competitive capabilities and three SC operational capabilities were incorporated as additional independent variables. In order to investigate the moderating effect of supply chain integration mentioned previously, the 623 sample firms were grouped into three sub-samples corresponding to independent operation (n ¼ 167), internal integration (n ¼ 252: the sum of the functional integration group and the internal integration group), and external integration (n ¼ 204) on the basis of the responses on the developmental stage of supply chain integration, and a separate regression analysis was conducted for the above three groups. Tables III, IV , and V show the results of separate regression analysis for each of the three groups (Malhotra et al., 2001) . As can be seen in Table III , for the independent operation group in which the level of SC integration is the lowest relatively, cost leadership capability has statistically significant, positive interaction effects with structural and technological SC capabilities on financial performance at least at the 95 percent significance level. Also, innovative marketing capability with technological SC capability, and differentiation and customer service capabilities with logistical SC capability have significant positive interaction effects on market-based performance and customer satisfaction at least at the 95 percent significance level. However, as can be seen in Table III , interaction effects between cost leadership capability and structural or technological capabilities indicate statistical significance just for financial performance, while interaction effects between innovative marketing capability and technological capability or between differentiation/customer service capabilities and logistical capability show significance for customer satisfaction and market-based performance at the 95 percent significance level. This means that the significance level of such interaction effects can be different depending on what kind of performance measure is selected as a dependent variable. In other words, the association of corporate competitive capability with proper SC operational capability can significantly influence performance improvement. Thus, H1 is supported.
However, such interaction effects disappear gradually as the level of SC integration increases. As can be seen in Table IV , for the internal integration group, the interactions between cost leadership capability and structural capability or technological capability do not have a significant effect on financial performance. Meanwhile, the main effect of cost leadership capability is significant and positive on financial performance at the 99 percent significance level. The above result suggests that for firms at this stage of internal cross-functional integration, such internal integration substitutes for the role of structural or technological SC capability as a moderator of the positive relationship between cost leadership capability and financial performance. In other words, cost leadership with a high level of internal integration within the firm can result in a significant financial performance improvement without the need for structural or technological SC operational capability. Also, as shown in Table V , for the external integration group, the interactions between innovative marketing capability and technological capability, differentiation capability and logistical capability, and customer service capability and logistical capability do not have a significant influence on market-based performance and customer satisfaction, while the main effect of innovative marketing capability on market-based performance and those of differentiation capability and customer service capability on customer satisfaction and market-based performance are positively significant at least at the The effect of supply chain integration 95 percent significance level. This result means that in firms at the stage of external integration with suppliers and customers, such external integration substitutes for, respectively, the role of technological capability and logistical capability as moderators of the positive relationships between innovative marketing capability and market-based performance and between differentiation or customer service capabilities and customer satisfaction. That is, an innovative marketer, differentiator, and customer service focuser with a high level of external integration can achieve a significant improvement in market-based performance and customer satisfaction without the help of technological and logistical SC operational capabilities. All of the above results are consistent with the inference from the arguments of Stevens (1990) and Bowersox (1989) described earlier in the literature review, thus supporting H2.
Discussion
The results in this paper identify the substituting role of SC integration. Some previous research (Ragatz et al., 1997; Simchi-Levi et al., 2003; Narasimhan and Kim, 2002; Vickery et al., 2003) argues that efficient SC integration leads to the intensification of key practical resources by enabling the sharing of special resources and technological knowledge for particular SC capability from SC partners, and such intensification of practical resources makes it possible to retain various competitive capabilities and subsequently drive much more significant performance improvement. Such an argument supports the validity of this paper's results. However, the effect of SCI, which this paper has identified, has significance for the successful utilization of a firm's capabilities beyond simply a substitute for the interaction between corporate competitive capability and SC operational capability that previous research has emphasized. In other words, even if we assume that the alignment between corporate competitive capability and SC operational capability is successfully achieved, such alignment may not be adequate to derive the full benefit of the positive relationship between a high level of corporate competitive capability or SC operational capability and performance. The validity of this argument can be confirmed in Figure 2 organizing the explanatory power (R 2 ) of the interaction model in Tables III-V. That is, as shown in the figure, in the case of the independent operation group in which the interaction effects of both capabilities on performance is much more significant relative to other groups, the explanatory power (R 2 ) of such an interaction model is no more than 30 percent. However, in the case of the external integration group, which has no significant interaction effect of both capabilities, the explanatory power (R 2 ) of the interaction model is more than 40 percent. These results imply that in order to derive effective performance improvement from a firm's corporate and functional-level capabilities, systematic linkage with SC integration is indispensable. This is a key contribution of this paper. Figure 2 shows another practical implication. As can be seen in the figure, in the independent operation group, the explanatory power (R 2 ) of the interaction model on customer satisfaction is almost 30 percent, while those on market-based performance and financial performance are no more than 17 percent. However, in the internal integration group, the R 2 of the interaction model on market-based performance increases dramatically to 36.2 percent, a little above that on customer satisfaction, while that on financial performance is still 10 percent below the effect of market-based performance. In the external integration group, the R 2 of the interaction model on financial performance also increases to 40.9 percent, which is almost equivalent to those on customer satisfaction and market-based performance. This result means that as the SC integration stage develops, performance improvements accumulate from customer satisfaction through market-based performance to financial performance by the interaction between corporate competitive capability and SC operational capability. Novich (1990) noted that good service decreases customer turnover, which results in a higher market share and reduces the acquisition cost of new customers. Also, the increase of brand power due to a higher market share leads to outstanding financial performance because it:
. enhances customer loyalty;
. increases referrals;
. supports price premiums; and . reduces operating costs.
This implies that as a firm's time perspective goes from short term to long term, the core performance measures of success should shift from customer satisfaction through market-based performance to financial performance (Hultink and Robben, 1995) . This argument theoretically supports the result of this paper described above. Also, the above argument about performance accumulation according to the developmental stage of SC integration suggests the direction of matching type between corporate competitive capability and SC operational capability pursued by a firm. That is, according to the regression results in Tables III-IV , alignment between differentiation or customer service capabilities and logistical capability can be pursued for customer satisfaction, and alignment between innovative marketing capability and technological capability can be appropriate for the attainment of market-based performance. Also, matching between cost leadership capability and structural capability can drive the improvement of financial performance. When considering the shift of core performance measures from customer satisfaction through market-based performance to financial performance discussed above, the focus of matching type pursued by a firm can move
The effect of supply chain integration from differentiation/customer service capabilities-logistical capability through innovative marketing capability-technological capability to cost leadership capability-structural capability. This study is believed to be the first to identify the change of matching type between corporate competitive capability and SC operational capability according to the developmental stage of SC integration. This is another key contribution of this paper. All of the above contributions and implications drive dynamic positioning of a firm's SCM strategy in Figure 3 .
One interesting revelation about matching type between corporate competitive capability and SC operational capability is that, as shown in Table IV , for the independent operation group, cost leadership capability has significant interaction effects with technological SC capabilities on financial performance. This result conflicts with the perspectives of Miles and Snow (1978) and Bowersox and Daugherty (1995) regarding the mismatching between cost leadership and technological SC capabilities. Morash (2001) suggests a meaningful hint. He contends that supply-side capabilities focusing on operational excellence including time-based technology (e.g. JIT) or a lean network can support competitive strategies of overall cost leadership and high levels of marketing technology, while demand-side capabilities focusing on customer closeness based on logistical infrastructures can support competitive strategies of differentiation through high levels of value added customer service. Morash's argument suggests the possibility that cost leadership strategy may be associated with technological SC capabilities such as advanced manufacturing technologies and nation-wide information networks rather than organizational/structural SC capabilities. The above result of this paper confirmed empirically such a possibility. This also increases the value of this paper. 6. Conclusions Although past research on SCM and manufacturing strategy stressed that SCM decisions should be strategic and must be aligned with a firm's business strategy, previous literature has not consistently shown the shape of the interactive relationship between corporate strategy and SCM strategy, or specifically between corporate competitive capability and SC operational capability. A plausible explanation for such inconsistency may be the failure of empirical studies to explicitly address the role and potential benefits of supply chain integration as a strategic "lever" that SC operational capabilities can use to enhance the chances for firm success. In other words, there might be moderating variables that have to be considered to better explain the interactive relationship between corporate competitive capability and SC operational capability, and thus the interactive relationship might be impacted by such moderating variables. We started with the hypothesis that the interactive relationship between corporate competitive capability and SC operational capability might be influenced by SC integration acting as a moderating variable. We have shown that it does.
The results of this paper lead to a practical implication about the characteristics and features of SC integration. That is, the role of SC integration as an intervening variable leading to a higher level of firm performance from a firm's corporate and functional capabilities means that even if a firm has excellent corporate competitive capabilities and SC operational capabilities, close strategic alignment and coordination with its supply chain partners are indispensable for linking such capabilities to firm performance improvement. Such strategic alignment or integration may be more serious when a firm does not have size and power enabling the control of entire corporate and functional SC capabilities. However, establishing a collaborative, strategic partnership with key SC partners is often not easy. There is no guarantee that the establishment of collaborative strategic partnership with SC partners necessarily leads to performance improvement and enhanced competitiveness. The pursuit of strategic alignment or integration with key SC partners without the requisite capability to control and monitor the supply chain entails considerable risks to both the focal firm and the partners. These risks include potential loss of bargaining power due to the concern that investments in physical, human and other assets specific to transacting with the SC partners would not be as valuable in the absence of the relationship. Accordingly, a strategic integration approach which properly utilizes partners' existing facilities and technologies by the way of short-term lease or contract may be advisable rather than new investments in transaction-specific assets with partners. In other words, an arms-length integration or market exchange integration approach which controls flexibly the level of strategic alignment with partners based on organizational and administrative behavior may be more effective than a technical and operational integration approach based on direct investments for facility and technology. However, such partnership in terms of arms-length integration may not guarantee long-term benefits because of continuous cost burdens for retaining the relationship. Accordingly, if the essential knowledge to effectively control and monitor entire corporate and functional SC capabilities is accumulated, technical integration on the basis of new investments in transaction-specific assets (facility, technology, human power) may be considered in the long run. Such technical integration can accelerate the intensification of corporate competitive capability and SC operational capability itself or the synergy effect of interaction between two capabilities by embodying internally necessary expertise, facilities, and resources.
Future research might examine specific aspects of corporate competitive capability and SC operational capability to identify the best combination of the constituent dimensions of each to pursue. Also, future research should analyze more precisely the effect of company size or other variables on the interaction effect of both capabilities on performance. Also, in order to characterize more precisely the dynamic positioning of a firm's SCM strategy shown in Figure 3 , detailed analyses of structural relationships among the constructs relating to corporate SCM initiatives, supply chain functional initiatives, performance measures, and supply chain integration level are required. This also deserves further investigation. For this, replication of the study described in this paper with a sample of the US and European firms would be helpful.
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